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The Business Outlook 


Reports from the Canadian West forecast a good wheat crop and it 
is hoped that these reports will continue, as the effect of a good crop 














would undoubtedly react to the benefit of industrial business throughout 
Canada. 

However, the uncertainty of the situation in the United States, despite 
reports that the precipitate drop of business has apparently been checked 
and factory employment tends to level off, still remains a factor in any 
recovery from the present business recession. 

Reports from south of the line indicate that it is the hope of the 
government to place back into employment approximately five million 
workers within a very short period. 

Unfortunately this “pumping” of artificial aid into the industrial life 
does not seem to create any permanent solution of the difficulties that 
confront business. 

Reports emanating from Ottawa indicate that the Canadian Govern- 
ment is prepared to spend in the hundred millions for housing schemes in 
an endeavor to adjust the unemployment problem in this country. Com- 
ments in favor of and adverse to such an expenditure have been given 
prominence in our papers and we hesitate to express an opinion ourselves 
as to the ultimate value of them. 

The uncertainty of conditions in Europe from day to day is having its 
effect on the resumption of industrial prosperity on the North American 
continent and one can only hope that the unrest throughout the old world 
will be cured by return to sanity of the nations themselves at an early date. 


Unemployment Insurance 


Prime Minister McKenzie King says that there will be no attempt at 


coercion of those Provinces which have so far refused to concede the matter 
of Unemployment Insurance to the Dominion Government, but hopes are 
expressed that they will shortly “see the light’? and grant to Ottawa the 
powers which they feel rightfully belong to the Provinces. 

An Unemployment Insurance Act has already been drawn up by the 
Dominion Government, but there is no likelihood at all of this being put 
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AT HEADQUARTERS 


into effect this year and perhaps never, unless the Provinces which have 
so far refused, accede to the Ottawa request. 

The tendency nowadays is toward some sort of securitty for the 
workers and it seems a pity that this matter could not be settled quickly 
one way or the other. 





At Headquarters 


Now that the Annual Meeting is over and another year has definitely 
started, it behooves all of us to “get a move on” in a real concerted effort 
to make our Society bigger and better than ever in every way. 

Great plans are in the making, especially in reference to increased 
membership where everyone can help and we would again reiterate, that 
each member should consider himself a membership committee of one and 
endeavour to introduce at least one new member during the present year. 

To this end we enclose with this issue an application for membership 
form in the hope that each member will make use of it and secure at least 
one new member. Additional forms are available on application to the 
Secretary. 

Present indications point to new chapters in Windsor, Fort William- 
Port Arthur, Winnipeg, Calgary, possibly also in Edmonton and district, 
and Vancouver. 

If this is accomplished, then this year will be the best we have ever 
enjoyed, but new members are required in all chapters and members are 
urged to do their part in this connection. 


Members who desire to have discussed any particular subject at Chapter 
meetings should immediately notify their Chapter Secretary in order that 
such a subject may be included in the program for the coming season. 

It will be the duty of this writer to consolidate the gains made in the 
past year, particularly in the three new Chapters, in addition to the organ- 
ization of the proposed new Chapters referred to and while the program 
is a big one it can be done and we hope to do it. 

Your directors are optimistic for the future, but they must have your 
help. As in the past, this office is at your service, but we can only serve 
you if we know what you want—so let us know. 





The Annual Meeting 


Details of the Annual Meeting, which was held on Monday, May 30th, 
at the Lakeview Golf and Country Club, Port Credit, Ontario, due to the 


good offices of George Abrams, appear elsewhere in this issue and no good 


purpose can be served by elaborating on them here. 
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It is safe to say, however, that no Annual Meeting in recent years has 
proved so interesting and successful as did this one. 

The attendance was good, so was the weather, and the matters which 
came up for discussion at the various directors’ meetings, in addition to 
the Annual Meeting, were dealt with in a very businesslike manner. 

It is, however, with none of these phases that we desire to deal, but 
rather to comment on the general atmosphere prevailing. One had to be 
present to notice the feeling that we are on the verge of big things in our 
Socity, to feel the spirit of enthusiasm which permeated the meetings and 
to note the general spirit of optimism which prevailed. 

Not one discordant note was struck during the entire proceedings, 
despite the deficit which was reported and, incidentally, expected. Instead, 
the Annual Meeting concluded, most of the members gave themselves up 
to an afternoon on the golf course and later sat down to a fine dinner 
in the Club House. 

It was good to see Fred Douglas and Harvey Spry present from the 
Niagara Chapter and Reg Kidner and W. L. Jardine from the Kitchener 
Chapter, and these fellows are mentioned specifically because this was 
their first appearance at an Annual Meeting. Our old friends Don Patton 
and Walt Blunt from Montreal were present, but did not play golf. 
Instead they took a drive to see the surrounding country with the Secretary 
and on their return adjourned to the clubhouse to play Card Golf and 
Horse Racing. 

Harold Wright and Bill Smitton from Hamilton again had a picnic, 
this time at the expense of Kris Mapp, despite the fact that Kris first 
inspected the coins used to determine who should pay for the green fees 
and the dinners. Kris lost, as is usually the case whe nanyone pairs up 
with Harold and Bill, the two wizards from Hamilton. 

Stew Sorley performed a neat trick with two glasses of water for the 
edification of those present after the golf, and it was very well done. No 
money changed hands in this connection, however, for the gang had a 
great respect for the ability of tSew. : 

Another bunch from Brantford could be found in a corner on hands 
and knees engaged in a game of African Golf and generally speaking 
everyone had a grand time. 

Harold Wright took the low gross prize at golf, “nice tossing, Harold,” 
as Kris Mapp said. Reg Kidner, of the Kitchener Chapter, took the prize 
for low net, but Reg had better revise his handicap for the next game. 

Paul Pratt, of the Hamilton Chapter, took the hidden hole prize and 
Ed. Ewles, of the Toronto Chapter, the “booby,” but the less said about 
the latter prize the better. 

The evening meeting of the new directors did not break up until a 
late hour anl Stew Sorley drove the Montreal delegates into Toronto to 
catch the train. We do not know if Stew received any “tickets” for infrac- 
tions of the speed laws, but he certainly did not crawl on the way from 
information received. 

Altogether it was a grand affair from which we have hardly sorted 
ourselves yet and those who missed it missed a really grand time. 
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REFERENCE LITERATURE 


One cannot help but regret the resignations as directors of Walter 
Lane and Maurice Long, both of whim were Vice-Presidents last year. 
These resignations are due solely to extreme pressure of other business. 
They have both done grand work for the Society in the past and will 
doubtless continue to do so in the future. 

Kris Mapp is the new President and congratulations are due both to 
the President and the Society. Alex Howey, of Hamilton, and Don Patton, 
of Toronto, are the Vice-Presidents and are also to be congratulated, as is 
Percy Wright, of Montreal, who 1s now Honorary Secretary. George 
Appleton, of Toronto, retains his position as Honorary Treasurer and one 


could not ask for a better one. 





Reference Literature Received 


Accounts of a Mortgage Loan Company. 
Canadian Chartered Accountant. June. 
A very complete article written by Irvin T. Hunt, C.A., and very 


valuable to those engaged in such work. 


The Economic Bulletin. 

April. 

This is a quarterly review of industry and trade written under the 
General Editorship of Professor J. H. Jones, M.A., and published by “The 
Accountant.” 

A most complete and interesting review of industry and trade, not 
only in Great Britain but in the world generally and should be read by all 


students of economics. 


The Ethics of Accountancy. 

The Accountant. April 30. 

By Sir Harold Bellman, M.B.E. The writer discusses the fiduciary 
relationship of the accountant to the public and points out that the 
accountant has come to be regarded as a link between the company and 
the shareholder. He comments on the accountants constructive influence 
when he is holding high executive appointments in connection with 
amalgamations, reconstructions, liquidations and marketing schemes and 
makes interesting suggestions about professional training and organizations 


having regard to the function of the accountant in the modern world. 


“Stock Control.” 

The Chartered Accountant in Australia. April. 

A very sound and complete article on a much vexed subject by W. M. 
Scott and C. B. Hislop. Mr. Scott deals in detail with stock control in 
factories and gives many valuable suggestions, while Mr. Hislop deals 


entirely with stock control in a retail store. 
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“Distribution of Expenses.” 

Office Management. May. 

Another valuable article from the pen of R. B. Taylor, C.A. This 
article deals specifically with the distribution of expenses when a Sales 
Department “buys” from the Production Department and is an article 
which should be read by all Cost Accountants. 

Practical Application of Inventory Control Methods. 

N.A.C.A. May 15. 

A very practical article by N. M. Cartmell, of McKinsey, Wellington 
& Co., New York City, on a subject regarding which much has already 
been written. Mr. Cartmell deals in a most intelligent and interesting 


manner with all phases of Inventory Control and no Cost Accountant 


should miss reading this article. 
Accounting for Heavy Machine Construction. 

J.A.C.A. June 1. 

Describes accounting proceedure for a manufacturing concern which 
builds and erects heavy machinery to order and in that respect alone 
differs widely from the usual run of cost literature. It is a very complete 
and interesting article and will prove of real value to any who take the 


trouble to read it. The author is A. J. Buckenmyer. 


Planning an Accounting System. I. The Approach. 

The Australian Accountant. April. 

A concise and well written article by A. A. Fitzgerald which should 
prove of real use to most accountants and especially those faced with the 


problem of installing an accounting system. 





The Canadian Society of Cost Accountants 


and Industrial Engineers 
BY-LAWS ADOPTED DEC. 11, 1936 


(Effective from May Ist, 1937) 
(Amended May 30th, 1938) 


Article 1. Membership 

(a) Membership in the Society shall be open to any one 18 years 
of age or over, who is engaged in or interested in any branch of Account- 
ing, Industrial Engineering or Plant Management. 

(b) Application for membership shall be made on the form pro- 
vided by the Society and shall indicate the chapter to which the applicant 
desires to be attached, and shall be subject to the approval of the directors 
of that Chapter. 

(c) The directors of the Society shall have the power to reject any 


applicant, or to cancel any existing membership for cause. 
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BY LAWS 


(d) The directors of the Society shall have the power to grant 


Honorary Life Memberships to members for services rendered. 


Article 2. Fees 

(a) Membership fees shall be as follows: Regular, $15.00; Non- 
resident, $10.00 (available to any one residing at least 50 miles from a 
Chapter meeting place); Student, $5.00 (available to students actually 
taking courses in accountancy or business organization, and limited to a 
maximum of three years). 

(b) The membership fee shall be payable to the Chapter, in advance 
on the Ist day of May in each year. A new member shall be required 
to pay only for the unexpired portion of the year. 

(c) A member who fails to make payment of his fee within three 
months from the date when it is payable, shall be liable to have his mem- 
bership terminated; an unpaid membership shall in any event terminate at 


the end of the financial year. 
Article 3. Directors 


(a) The affairs of the Society shall be managed by a Board of 
Directors which shall consist of: Not less than fifteen and not more than 
thirty members who shall be elected at the Annual Meeting of the Society 
to hold office until the next Annual meeting; the presidents of the Society 
for the preceding ten years who are still members of the Society; and the 
chairman and vice-chairman of each Chapter. 

(b) In the event of a director’s retirement for any cause his suc- 
cessor shall be appointed at the next meeting of the Board. 

(c) A meeting of the Board may be held at any time at the call of 
the President or in his absence of the Vice-President. The President shall 
be bound to call a special meeting of the board on the requisition of five 
directors and should he fail to do so within 24 hours from receipt of such 
requisition they may convene a special meeting of the board. Seven clear 
days notice shall be given prior to the date arranged for the meeting. 
The notice shall indicate the nature of the business to be transacted. 

(d) For the transaction of business at any meeting of the Board of 
directors five shall constitute a quorum. Any question arising at such 
meeting shall be decided by a majority of votes; in case of a tie, the 


chairman shall cast the deciding vote. 


Article 4. Officers 


(a) The Board of directors shall, at their first meeting after election, 
elect from among themselves a president, two vice-presidents, an honorary 
secretary and honorary treasurer, and shall also appoint a general secretary 
and such officers as the business of the Society shall render expedient from 
time to time, determining their duties and remuneration. 

(b) The president of the Society may designate any member or 
members of the board in charge of some special phase of the activities of 
the Society, and such director or directors shall make a periodical report 
to the president of their work in that connection. 
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Article 5. General Meetings 


(a) A general meeting of the Society may be called at any time, 
as follows: By the president; by resolution of the board of directors; by 
written request of at least twenty members in good standing. Such request 
shall specify the object for which the meeting is called. It shall be the 
duty of the president, or in his absence the vice-president, on receipt of 
such request, to cause the meeting to be arranged by the general secretary 
of the Society. 

(b) Notice of a general meeting shall be mailed to each member of 
the Society at his last known address. Such notice shall state the place, 
time and purpose of the meeting, and shall be mailed at least 14 clear 
days prior to the date of the meeting. 

(c) Five members present shall constitute a quorum for the transac- 
tion of business at any general meeting. 

(d) Every member shall be entitled to one vote, which may be given 
in person or by a qualified proxy. 

(e) All questions proposed for the consideration of the members 
shall be determined by a majority of votes; in case of tie, the chairman 


shall cast the deciding vote. 


Article 6. Annual Meeting 


(a) The fiscal year of the Society shall end on the last day of April 
in each year, and the annual meeting shall be held within two months 
thereafter at such time and place as the board shall determine. 

(b) A report of the activities of the Society shall be presented at 
each annual meeting, together with detailed comparative information as 
follows: Statement of revenue and expenditure; statement of receipts and 
disbursements; balance sheet; supporting schedules of accounts receivable 
and liabilities. 


(c) At each annual meeting two auditors shall be appointed by the 


members of the Society from among their number. 


Article 7. Chapters 


(a) The directors may authorize the formation of local chapters in 
such centres as they deem advisable, and designate the territory to be 
allotted to each Chapter; the directors may make such grants from the 
funds of the Society as they may deem expedient for the development and 
carrying on of chapter work. 

(b) Each Chapter shall collect the fees of the members who are 
attached to it, and shall remit fifty per cent. of said fees to the head office 
monthly; this remittance shall be accompanied by a statement of additions, 
deletions and any other changes in the membership list, certified by the 
secretary-treasurer and at least one other chapter director. 

(c) The fiscal year of each chapter shall end on the last day of 
April in each year. The annual meeting of each chapter shall be held 
prior to the annual meeting of the Society, and not later than May 31st. 


Five members present shall constitute a quorum. 
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REPORT OF PRESIDENT AND DIRECTORS 


(d) Each Chapter shall be governed by a board of directors elected 
at its annual meeting, of not less than seven and not more than fifteen 
members. These directors shall elect from their own number a chairman 
and a vice-chairman. There shall also be a secretary-treasurer, or a 
secretary and a treasurer, who may be elected by the directors from their 
own number or who may be a non-member appointed by them. At each 
annual meeting two auditors shall be appointed by the members of the 
chapter from among their own number. At any meeting of directors of 
the chapter, five shall constitute a quorum. 

(e) Each chapter, within one month after the close of its financial 
year, shall forward to the Society a copy of its audited financial statement. 
in the prescribed comparative form. 

(f) Each chapter shall have the right to make such regulations as 
may be found necessary to meet local conditions, subject always to the 


approval of the board of directors of the Society. 


Article 8. Corporate Seal 
The Society shall have a corporate seal. An impression of the cor- 
porate seal, certified by either the president, or the vice-president, and by 
either the honorary secretary or the honorary treasurer, shall be binding 
upon the Society, but the offices so certifying shall be personally account- 


able to the directors for the due and proper exercise of such authority. 


Article 9. Signing Officers 

(a) The bank account shall be kept in such bank or banks as the 
directors may from time to time determine; and insofar as the Society’s 
banking business is concerned the directors are hereby authorized to 
exercise generally all or any of the rights or powers which the Society 
itself might lawfully exercise. 

(b) All cheques or other negotiable instruments not requiring the 
use of the corporate seal shall be signed by any two of the following: The 
president, the vice-presidents, the honorary treasurer, and the general 


secretary. 


Article 10. Examinations 

The board of directors shall have power to hold examinations and to 

issue certificates of efficiency to successful candidates. 
Article 11. Amendment of By-laws 

The directors may from time to time repeal, amend, or re-enact by- 
laws of the Society, but every such by-law and every repeal, amendment or 
re-enactment thereof, unless in the meantime confirmed at a general meeting 
of the Society, duly called for that purpose, shall have force only until 
the next annual meeting of the Society, and in default of confirmation 


thereat shall, at and from that time, cease to have force. 


Article 12 


All former by-laws of the Society are hereby repealed. 





REPORT OF PRESIDENT AND DIRECTORS 
Presented at the Annual Meeting, May 30th, 1938. 
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We have pleasure in reporting as follows on the operations of the 


Society during the year of 1937-1938. 


Membership. 


During the past year the membership of the Society has shown a 
sharp increase, approximately one hundred new members having been 
secured. 

Three new Chapters, in Kitchener, Niagara Peninsula and London, 
have been formed and meetings held consistently in these various centres, 
and with officers already elected for the new year. 

The following is a comparisen of membership as of May Ist, 1937, 
and April 30th, 1938: 


May Ist, 1937. Resident Non-Resident Student Total 
Montreal 96 16 a 116 
Toronto 103 11 1 115 
Hamilton 35 35 
266 
April 30th, 1938. 
Montreal 93 27 20 140 
Toronto 107 13 4 124 
Hamilton 47 2 49 
Kitchener 16 16 
Niagara Peninsula 18 18 
London 16 16 
363 
Finances. 


The various Chapters continued to receive 50% of membership fees 
during the past year, and this fact, coupled with the purchase of certain 
needed office equipment and expansion in services to members, has re- 
sulted in a deficit of approximately $800,00, or about $150 less than that 
of last year, despite the increase in memkership. The practice of allowing 
new members to pay only the unexpired portion of the fee has meant that, 
so far as new members are concerned, in almost all cases, only a fraction 
of the fee was paid, and consequently the revenue from this source was 
not so large as would otherwise have been the case. 


CHAPTER ACTIVITIES 


Chapter activities were quite successful in all centres, and apparently 
considerably more interest was displayed generally than in some years. The 
three new Chapters functioned very successfully, with seven meetings being 
held in Kitchener, six in the Niagara and four in London. 

The Secretary-Manager visited the Montreal Chapter on one occasion, 
Toronto four times, and was present at all meetings of the Hamilton, 
Kitchener, Niagara Peninsula and London Chapters. 


Publications. 
The Society’s publication, ‘Cost and Management,” has been pub- 
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slightly down as compared with last year. 
a Reference Literature. 


reference literature. 


Examinations. 





ations and nine the second year examinations. 


numbers sitting for examination. 
President’s Illness. 


All of which is respectfully submitted. 
W. M. LANE, R. DAWSON, 


INDUSTRIAL ENGINEERS’ BALANCE SHEET 





ASSETS 
Cash on Hand and in Bank 
Investments at Cost (Market Value $2,420.00) 
Office Equipment $ 129,75 
Less: Reserve for Depreciation 12.97 
LIABILITIES 
London Chapter $ 9.30 
Niagara Peninsula Chapter 7.50 
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$ 
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lished as usual, and despite the fact that a year ago many subscribers 


discontinued subscriptions for various reasons, much interest has been dis- 
played in this publication. Many new features have been added, which 
have proved highly successful. A survey has been made in the matter 
of advertising and it was found that not until the circulation has reached 
a higher point will it be able to add much in the way of revenue from 
this source, although contacts have been made and additional advertising 
promised for the latter half of the year. Revenue from publications is 


Use of the Society’s reference literature has shown a marked increase 
during the past year, the total number of articles being used by members 
since September Ist being eighty-nine, as compared with a total of forty- 
two for the whole of the previous year. In this connection, no catalogue 
: has been published since 1934, which fact has retarded the use of the 


Examinations were held in Montreal, Toronto and Vancouver, this 
being the first time such examinations were held in Vancouver, and the 
first time in several years in Toronto. Much more interest was shown than 


for many years, with a total of thirty-nine writing the first year examin- 
This number is probably a record for the Society in the matter of 
Soon after his election to the Presidency in July last, Mr. George 
Bowden was unfortunately stricken with a severe illness, which has pre- 
vented him from accomplishing much that he would like to have done. 


Mr. Bowden is reported to be improving slowly from his illness, and during 
the year the Vice-President, Mr. Walter M. Lane, has acted in his stead. 


Chairman. Secretary-Manager. 


THE CANADIAN SOCIETY OF COST ACCOUNTANTS’ AND 


542.85 
1,992.95 


116.78 


2,652.58 








Membership Fees received in advance 


Winnipeg Chapter Reserve 

Surplus Account: 

Balance, May Ist, 1937 
Add: Central Ontario Chapter Balance 


Less: Deficit for the year ended April 30th, 


1938 
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$ 2,959.11 
79.79 


$ 3,038.90 


65.00 
345.82 


2,224.96 





R. DAWSON, 


General Secretary. 


Examined and found correct 
G. ABRAMS, 
J. F. ROBERTS. 


$ 2,652.58 


STATEMENT OF REVENUE AND EXPENDITURE 


REVENUE 
Membership Fees 
Publication Revenue 
Examination Fees 
Interest from Investments 
EXPENDITURE 


Salaries and Commissions 

Publications Expense 

Printing, Stationery and Office Supplies 
Postage 

Bank Exchange 

Meetings Expense 

Advertising 

Depreciation on Office Equipment 
General Expenses 

Expense of Organizing New Chapters 


Travelling Expenses 


Deficit for the Year 


CHAPTER FINANCES 


Balance 
May 1 /37 Receipts Total 
Montreal $ 452.37 $ 869.65 $1,322.02 
Toronto 708.28 790.81 
Hamilton 99.05 329.61 
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1,499.09 
428.66 


$ 2,185.00 
373.45 
147.20 
100.00 


$ 2,440.69 
767.14 
124.07 

74.21 
13.27 
65.50 
22.05 
12.97 
21.24 
24.50 
pI 


$ 813.94 


Expend. 
$ 807.79 
807.65 
360.15 


$ 2,805.65 


3,619.59 


Balance 
May 1/38 
$ 514.23 
691.44 
68.51 
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MINUTES OF ANNUAI. MEETING 





Kitchener 88.50 88.50 79.37 9.13 
Niagara 40.50 40.50 33.00 7.50 
London 29.00 29.00 19.70 9.30 

Totals $1,259.70 $2,149.07 $3,407.77 $2,107.66 $1,300.11 


MINUTES OF ANNUAL MEETING, HELD MAY 30th, 1938 
At Lakeview Golf and Country Club, Port Credit 
Vice-President W. M. Lane in the Chair. 


The minutes of the previous meeting were adopted as read. 
Report of President and Directors. 

The report of the President and Directors, submitted by Vice-President 
W. M. Lane, was adopted. 


Financial Statement. 
The financial statement for the year was read and was adopted. 


Educational Committee. 

A report of the activities of the Educational Committee for the year 
was presented, and it was moved, sceonded and carried that this report be 
adopted. 

Life Memberships. 

On motion, duly seconded, it was unanimously decided to adopt a 
recommendation from the directors that sub-section (d) be added to 
Article I in the by-laws to read: “The directors shall have power to award 
honorary life memberships for services rendered to the Society.” 


Editorial Committee. 

Moved, seconded and carried, that the directors appoint an Editorial 
Committee to pass on all editorial material to be inserted in ‘Cost and 
Management.” 

Degree. 

Recommendations were received from Montreal Chapter and from 
Hamilton Chapter, that steps be taken to award a degree, and on motion 
it was decided that this matter be left to the incoming directors. 

Directors. 

Directors were elected as follows, motion by H. P. Wright and G. 
Abrams. 

Montreal—L. Buzzell, P. E. Dufresne, E. J. Loiselle, D. R. Patton, 
J. P. Rolland and P. W. Wright. 

Toronto—S. H. Sorley, J. W. Spence, G. Appleton, R. S. M. Ausman, 
C. P. Roberts and K. A. Mapp. 

Hamilton—A. G. Howey and W. G. Smitten. 

Kitchener—C. R. Kidner. 

Niagara Peninsula—F. C. Douglas. 

London—S. C. Ferguson. 

Membership Trophy. 

The membership trophy for best percentage of increased membership 

during the year was awarded to the Hamilton Chapter. 
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Thanks to Vice-President. 

Moved, seconded and carried, that a hearty vote of thanks be ac- 
corded Vice-President W. M. Lane for his valuable work as Vice-President 
during the past year. 

It was moved, seconded and carried, “That the name of the Society 
be not changed for the present.” 

Moved, seconded and carried, that the Secretary wire to President 
G. T. Bowden greetings and best wishes from the Society. 

The meeting then adjourned. 

W. M. LANE, R. DAWSON, 


Chairman Secretary-Manager. 





REPORT OF EDUCATIONAL COMMITTEE, 1937-1938 


Educational Activities. 

The educational activities for the year were largely centred around the 
Montreal Chapter. In Montreal, courses in which the Society is interested 
were conducted by the educational bodies, as follows: 

McGill University 

(a) Industrial Management. 
(b) Advanced Cost Accounting. 
Montreal Board of Trade- 
Cost Accounting—First Year. 
In all courses, registration was very satisfactory, and the educational 


work in general showed an advance over that of the previous years. 


Examinations. 
Examinations were conducted by the Society in April and May, 1938, 
leading to the Society “Certificate of Efficiency in Cost Accounting and 


Business Organization,” as follows— 


Subject. Candidates Writing Candidates Passed 
Industrial Management 8 7 
Advanced Cost Accounting 9 3 
Cost Accounting—first year 39. 20 
Pass mark in all subjects is 60%, and a high standard has been main- 

tained. 

Circulars. 


Circulars were forwarded by Montreal Chapter in September, 1937, 
to employers and to former students, summarizing the requirements for the 
Society’s certificate of efficiency and outlining the courses relating to the 
Society’s examinations conducted by the educational institutions in Mon- 
treal. The response, as evidenced by the registration in the various courses, 
was very gratifying, and the committee appreciates the co-operation of 
certain of the large industrial firms in Montreal in encouraging their 
students to take advantage of the established courses. If courses can be 
established with educational institutions at other centres, a similar pro- 
cedure might be adopted to advantage. 

Examination Funds. 
Funds have been collected during the current and past years from 
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Second Year examination fees, which are in excess of the present expend- 
iture. We would suggest that these funds be reserved for the promotion 
of educational work in the various Chapters. 

Revision of Examination Regulations. 

At the Annual Meeting of the Society in Hamilton last year, it was 
suggested that amended regulations for examinations leading to our 
Certificate should be drawn up. These have been revised, as suggested, and 
have been passed to the Secretary of the Society. 

Studnt Members. 

Several student members joined our Society during the past year, and, 
for the first time, a director has been elected by Montreal Chapter as a 
representative of the student group. The future of our Society is very 
largely in the hands of the younger members, and every encouragement 
should be given to them to join our Society 
Granting of Degree. 

Montreal Chapter has passed a resolution recommending to the 
Dominion board that a study be made of ways and means whereby the 
Society might grant a degree in Cost Accounting and Industrial Manage- 
ment. We believe this resolution should be given very serious consideration. 
Encouragement of Educational Work. 

It was very gratifying to note the increased interest that is being 
evidenced in educational work by the Chapters other than Montreal, and 
also the help that has been given by our new Secretary-Manager along 
these lines. It is our sincere belief that the Society will materially benefit 
from any expenditure of time and effort made on this behalf, and will 
be performing one of its most important functions. 

Respectfully submitted on behalf of Educational Committee of Can- 


adian Society of Cost Accountants and Industrial Engineers. 


DONALD R. PATTON, Chairman. 





MEMBERSHIP 


IN THE HOPE THAT MEMBERS WILL TAKE AN 
ACTIVE PART IN THE MEMBERSHIP CAMPAIGN NOW 
UNDER WAY, AN APPLICATION FOR MEMBERSHIP 
FORM IS ENCLOSED IN THIS ISSUE. 

EACH MEMBER IS URGED TO SECURE AT LEAST 
ONE NEW MEMBER AS SOON AS POSSIBLE, RETURNING 
THE APPLICATION FORM DULY FILLED IN, TOGETHER 
WITH THE NECESSARY FEE TO THIS OFFICE WITHOUT 
DELAY. IF THIS IS NOT POSSIBLE, MEMBERS ARE 
URGED TO NOTIFY THE SECRETARY OF THE NAMES 
AND ADDRESSES OF ANY PROSPECTIVE MEMBERS. 
ANY INFORMATION REGARDING MEMBERSHIPS WILL 
GLADLY BE FURNISHED BY HEAD OFFICE ON REQUEST. 

WE DRAW TO YOUR ATTENTION THE MATTER OF 
STUDENT MEMBERSHIPS, AVAILABLE AT A REDUCED 
FEE, TO THOSE TAKING A RECOGNIZED COURSE. 
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Costing a Daily Newspaper 
By D. A. HERBRAND, B.COM., A.C.I.S. 


A Lecture to the Victorian Division of the 
Australasian Institute of Cost Accountants) 


(Reprinted from The Australian Accountant) 


Few people would think of a newspaper office as being a factory. 
Yet here are found all the elements of the modern factory; there are the 
raw materials that make up the finished product, the staffs directly con- 
nected with the production of the newspaper amount to several hundreds, 
and the plant, machinery and equipment is valued at thousands of pounds. 
But there is one outstanding difference from our usual conception of a 
factory, in that the article is not produced for stock. This morning’s 
paper, fresh from the press at 4 a.m., has little value at noon, and is 
practically worthless when the evening paper comes on the streets. 

Also, as compared with other industries, the number of units produc- 
ing a large daily newspaper is small. Correspondingly, only a limited 
number of accountants have the opportunity of becoming intimately ac- 
quainted with the intricate details of its operations in so far as they affect 
the financial results. It may, therefore, be advisable to deal first with the 
main factors in a general way, taking these in the logical sequence adopted 
for the purpose of costing. 

In the process of this survey it will be possible to gain a clearer under- 
standing of the organisation behind the news. 

Direct Materials. 

The first question one should ask one’s self in all matters of costing 
is: “What is the product sold?” In this case, the answer is ‘Just paper 
and ink’’—just common newsprint, covered with ordinary printer’s ink. 
From the cost accountant’s standpoint, paper and ink constitute the item 
of ‘direct materials.” : 

Newsprint is imported into Australia mainly from U. S. A., Canada 
and New Zealand. It is bought in reels of various sizes, the width being 
determined by the size of the newspaper itself. A full reel is equal to the 
width of four pages of a newspaper. In order to suit the various sizes in 
the matter of pages, newsprint is available in full, three-quarter, half and 
quarter-reels, the quarter-reel being used for single sheets of two pages. 


The reels are of a standard reamage measurement, and as the paper is 


bought at a price per ton weight, it is necessary for the purpose of record 


and costing that the landed cost be converted to a cost per ream basis. 
Ink is bought in barrels or in bulk; the price is per pound weight, and 
it is taken into cost on the same basis. No other direct materials enter 
into cost, as even the posters supplied to the nwes agents are merely 
coloured paper, the headlines being printed in special poster ink. 
Direct or Productive Labour. 
Under this heading come the salaries and wages paid to seven depart- 


ments, which are as follows: 
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COSTING A DAILY NEWSPAPER 


1. Editorial. 

2. Advertising. 

3. Illustrations. 

4. Printing and linotypes. 
5. Machines and stereotypes. 
6. Publishing. 

General services. 

Reverting to the question, “What is the product sold?” the simpler 
and more natural answer is “A newspaper”; more correctly still, A news- 
paper,” with particular emphasis on news. It is the news collected by the 
editorial department, and presented in the paper, which attracts the buyer. 
By the word “news” is meant not only the record of happenings and 
events, but also the political views expressed in leaders and special articles, 
the serials, magazine stories, market reports, shipping movements, inform- 
ation about the weather, sporting results, not omitting the cartoons, cross- 
word puzzles, and comic strips. 

Next to the news, the advertisements occupy a substantial proportion 
of our daily papers, because their value as an effective advertising medium 
is well appreciated by everyone in the community. But to-day advertising 
managers have at their disposal a multiplicity of media, so that the news- 
papers have to compete not only amongst themselves, but against the 
numerous other forms of advertising for a share of the advertising ap- 
propriations. Partly due to this competition, but mainly because advertis- 
ing is its principal source of revenue, every newspaper office has to employ 
a highly skilled staff, especially trained in selling space to advertisers. 

And, thirdly, there is the increasing space devoted to pictures, in- 
serted to illustrate topical items. They improve the presentation of the 
news, make the paper generally more attractive, and help to relieve the 
monotony of column upon column of letter-press. The illustration depart- 
ment comprises photographers, artists, etchers, and operators; every modern 
office is equipped with an up-to-the-minute photographic library, which at 
a moment’s notice can produce from its files one or more pictures of any 
well-known British or foreign personage, of any town in the world, of 
any famous racehorse, ship, train or aeroplane, or of anything else of 
likely interest to the reading public. 

These three departments, the editorial, the advertising and the iilus- 
trations, supply the matter which is to go into the paper, and this is 
handed over to the printing department. The news is in the form of 
reporter's copy, original letters, cables and telegrams; then there are the 
advertising lay-outs and matrices, and the photographic zinc blocks. It is 
the function of the printing department to set in metal type all the letter- 
press for the news columns and contained in advertisements, whether display 
or classified. 

The personnel includes linotype operators, hand type-setters, stone- 
hands, proof-pullers and readers. As the presentation of each page is 
agreed on between the make-up sub-editor and the printer, the metal type 
is compressed into what is known as a “form,” which is then ready to be 


handed over to the machines department. 


178 





















































aes 


me eT 
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Here the stereotypers first make a matrix of the matter contained in 
the ‘“‘form,”’ which is then returned to the printers to be broken up. The 
matrix is curved into a semi-cylindrical shape, so that it may be fitted into 
a casting-box, and a number of metal stereos are cast from each matrix. 

These castings, when finally trimmed and cleaned, are the plates which 
are clamped on the rollers of the presses, and from which the papers will 
be printed. 

When all the plates have been fitted to the rollers, and the news-print 
has been threaded through the presses, our newspaper is ready to be pub- 
lished again. 

It is the publisher or his deputy who decides both the time when the 
presses are to be started and the number of copies required for each 
edition. Whilst keeping in close touch with the news editor regarding 
further developments in the matter of important news items, the publisher’s 
first consideration is the time factor. 

Generally, the publisher is also the circulation manager. His staff 
determine the number of copies to be delivered to each news-agent and 
subscriber. News-agents are grouped according to train routes, and each 
group is listed according to the times of train departures from the main 
stations. Therefore, it may happen that, however “hot” the news that 
comes through at the last moment, it has to be left out of some editions, 
because the publisher cannot run the risk of missing a train. Once the 
presses are started the publishing staff take charge of the printed copies; 
these are counted, wrapped and tied, checked with the waybills, and handed 
over to the drivers for delivery to the railway stations, to the G.P.O. or to 
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the news-agents direct. This department also handles the unsolds returned 
by the agents. 

The general services department includes all those whose duties are 
not connected with one department only, viz., watchmen, cleaners, liftmen, 


storemen, electricians, carpenters, plumbers and painters. 


As can now be better appreciated, the work of these departments relates 
entirely to the preparation and production of the finished article up to 
the point of delivery into the hands of the agent or the customer, and is 


correctly classified as productive or direct labour. 


Direct Expense. 

Grouped under the heading of direct expenses are all those disburse- 
ments directly connected with the production of the paper. All news 
matter is not written by the editorial staff; indeed, a great deal is con- 
tributed by outside writers. Firstly, there are the country and interstate 
correspondents, who supply their local news. Secondly, the literary con- 
tributors who write regular articles on special subjects, or occasional articles 
on current topics; serials, crosswords, strips, and all sorts of special features 
are included in the term “literary contributions,” supplied by individuals 
or syndicates. And thirdly, a nwespaper publishes a number of photo- 
graphs not taken by staff photographers, but by outsiders, and for which 
an agreed price is payable on publication. 

Next there is the great cable news network, to which should be added 
the retainers of foreign correspondents and the cost of special messages 
transmitted by them from time to time; this important item is covered by 
the term “overseas news.” Then comes the cost of other means of com- 
municating news, viz., telephones, press telegrams, rent of leased lines. 
Also, in order to keep fully informed on every topic imaginable, newspaper 
ofhces have to maintain a comprehensive library, and large sums are spent 
in subscriptions to periodicals and magazines, and in the purchase of costly 
reference books. 

A newspaper has to pay sometimes for its mistakes, as when it pub- 
lishes statements detrimentally affecting anyone’s reputation or character. 
Legal costs and damages paid in libel actions are quite correctly charge- 
able against the editorial department, and as such have to be provided for 
in the cost of the paper. 

Travelling expenses are incurred regularly by members of the three 
first-named departments, namely, by the reporters, the advertising represent- 
atives, and the staff photographers. Apart from their personal expenses, 
there are the car running costs, repairs and maintenance, registration and 
insurance, depreciation and loss on re-sale. 

Carriage is logically the last item of direct expenses, as it relates to 
the delivery of the finished product. A newspaper office may own a fleet 
of cars for city and suburban deliveries, in addition to which it must of 
necessity avail itself of the services of the railways, the P.M.G. Department, 
and sundry mail contractors. 

Overhead. 
In the case of a newspaper, the factory overhead comprises those 


charges usually associated with this costing term, viz.; 
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COSTING A DAILY NEWSPAPER 


Heat, power and light. 

Sundry processing materials. 

Depreciation of plant, machinery and equipment. 

Depreciation of buildings and leaseholds. 

Repairs and maintenance of plant. 

Repairs and maintenance of buildings. 

Rates and taxes. 

Insurance on plant, buildings, etc., and insurance against loss of rpofits 

Administration overhead is very similar to that of most large organis- 
ations in that it includes the salaries and expenses of the managerial, finance 


and publicity departments. 


ACCOUNTS CLASSIFICATION 

Wich this general survey in mind, the problem of costing a daily news- 
paper can now be approached. The objective of costing anything at all 
is to ascertain exactly and quickly whether an article is profitable or un- 
profitable, to what extent it is profitable, and as between a number of 
articles, which of them prove to be the better paying lines and which it 
would pay to discontinue. 

This objective is achieved, firstly, by detailed analysis of all factors 
entering into the cost of the article. In actual practice, this is done by 
means of a thorough classification of the expense accounts, correctly named, 
and presented in a logical sequence. In accordance with this, all statements 
of profit and loss are drawn up, supported by monthly and progressive 
comparisons. 

Accounts Classification. 
Balance Sheet Accounts: 
A. Assets. 
B. Liabilities. 
Revenue accounts: 
C. Direct materials— 
C.10 Paper consumption. 
C.20 Ink consumption. 
D. Direct labour— 
D.10 Editorial. 
D.20 Advertising. 
D.30 Illustrations. 
D.40 Composition. 
D.50 Stereotyping. 
D.60 Machines. 
D.70 Publishing. 
D.&0 Services. 
E. Direct expenses— 
E.10 Country correspondents. 
E.20 Literary contributions. 


E.30 Photographic contributions. 
E.40 Overseas news. 

E.50 Telephone and telegraph. 
E.60 Publications. 
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E.70 Legal expenses. Libels. 

E.80 Travelling expenses. 

E.90 Carriage and freight. 

Indirect charges— 

F.10 Sundry processing materials. 

F.20 Heat, power and light. 

F.30 Depreciation, plant and equipment. 
F.40 Depreciation, buildings. 

F.50 Repairs and maintenance, plant. 
F.60 Repairs and maintenance, buildings. 
F.70 Rates and taxes. 

F.80 Insurance, general. 


F.90 Insurance, loss of profits. 


Administration expense— 
G.10 Salaries and fees. 
G.20 Trading expenses. 
G.30 Fixed charges. 

G.40 Bank charges and interest. 
Circulation department— 
H.10 Salaries. 

H.20 Travelling expenses. 
H.30 Office expenses. 
Puzlicity department— 
J.10 Salaries. 

J.20 Sales promotion. 
J.30 Office expenses. 
Branch expenses— 

K.10 Australian offices. 
K.20 London office. 

K.30 New York office. 


Welfare expenses— 
L.10 Dining-room. 
L.20 Provident funds. 
L.30 Pensions. 

L.40 Special grants. 


Extraneous and non-recurring expenses— 

M.10 to M.90, each 10 group allocated to an 
individual department. 

Circulation revenue— 

P.10 Sales to agents. 

P.20 Unsolds. 

P.30 Commissions. 

P.40 Subscriptions. 

P.50 Sales of waste. 

Advertising revenue— 

R.10 Advertising sales. 

R.20 Commissions. 

R.30 House advertisements. 
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COSTING A DAILY NEWSPAPER 


S., T., U.— 
Sundry income. 
X. Extraneous income. 


The second step is to break down the figures in the accounts by relat- 
ing the values to the quantities produced. For this purpose it is necessary 
to establish bases of comparison, to determine standards, otherwise known 
as “yardsticks.”” For instance, in a factory producing different articles 
which, in the process of manufacture, pass through the same or similar 
machines, and which contain by and large the same raw materials in 
varying quantities, there is scope for standardisation by determining stand- 
ards of productive labour cost, productive labour hours, quantity produced 
per machine per hour, etc. 

Standard Unit of Comparison. 

The determination of a standard unit for the purpose of comparison 
in the case of a newspaper presents some fascinating aspects: throughout 
the study of this problem it is essential to bear well in mind that a news- 
paper is composed of two quite separate and distinct parts, the news and 
the advertising. Any important daily paper varies from day to day in 
its size, that is to say, in the number of pages of each issue. It is rarely 
the same for two days running; in fact, each day in the week it may be 
different, and when any one week-day over a number of weeks is taken, 
substantial variations are found. Yet, quite regardless of the size, it is 
sold for the same price of three halfpence. And when taking the issues 
for the same day of the week over a number of weeks, supposing a number 
of them to be of the same size, say, of 20 pages of 8 columns, 160 columns 
in all, it will be found that no two days have the same distribution between 
news and advertising, although the degree of variation may be only slight. 

Regarding the number of copies produced by the presses, this also 
fluctuates from day to day; the difference in circulation between two suc- 
cessive days may be as much as fifteen, twenty or more thousand; provision 
has to be made for casual sales, and the presses may print many thousands 
of copies which may or may not be sold. 

There are two sources of revenue corresponding to the two distinct 
parts constituting the paper, namely, revenue from circulation and revenue 
from advertising. Revenue from circulation is fairly steady from week to 
week; it is subject to seasonal fluctuations; there may be a gradual upward 
tendency or a slow falling off in sales; but only in abnormal circumstances 
can there be such a thing as a sudden permanent increase or decrease in 
the sales of an old-established newspaper. Revenue from advertising is 
just the opposite; for certain days of the week the revenue may be two 
or three times that of another day in the same week; there may be a 
ditference of hundreds of pounds between two consecutive weeks, in ad- 
dition to which the seasonal fluctuations are quite pronounced. 

The first impression that a cost accountant gets with regard to a 
newspaper is that everything fluctuates in opposite directions to everything 
else, that few factors operate together, and that nothing remains constant 
long enough to be worth considering as a standard. 


The ‘Per Column’ Basis. 
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However, everyone appreciates after a little thought that the volume 
of news available for publication is exceedingly variable and beyond any: 
one’s control. It might break at any time, and must be given space; a 
great criminal trial, a shipwreck or train disaster; an outbreak of war, the 
shooting of a Japanese Cabinet Minister or of a crowned head in Europe, 
a constitutional crisis like the abdication, or a great national event like 
the Coronation, any one of these important events commands newspaper 
space, and a great deal of it. Yet, notwithstanding the wide fluctuations 
in news available, the amount of news published in the paper is controllable, 
and within certain limits it is controlled. This point is better appreciated 
when it is remembered that “news” from a cost standpoint includes, as 
previously stated, leaders, serials, magazine stories, features, reports, etc., 
and that, when an outstanding event commands nearly all the attention, 


then the ordinary daily occurrences pass into the background and are given 


a minimum of space. 

Thus, at last, a controllable factor is found. 
it is surprising how little variation there is in the amount of news pub- 
a period of thirteen weeks. 


All things considered, 


lished for the same week-day, when taken over 

With regard to the advertising, it is well known that certain days are 
favoured by the large emporiums, others by film exhibitors and theatres, 
or by car distributing houses. And an examination of daily advertising 
over a number of months revails a definite trend. Within that 


space 
a weekly trend, which may be different in the case 


seasonal trend there is 
of a morning as compared with an evening paper, or even between two 
morning or evening papers. 

It is largely the amount of advertising space sold which determines 


the total size of a paper, because, in order to produce a well-balanced 


newspaper, presenting an even distribution of reading matter and advertise- 


ments, the controllable factor of news space is brought into play. On the 
one hand, however small the advertising space taken, there is a definite 
minimum to which the news space can be restricted, even though the news 
greatly exceeds the ‘“‘ads.””. On the other hand, however great th amount 
of advertising space sold, the editorial department can always be relied on 


to supply additional news matter, by way of fuller reports, magazine stories, 


illustrations, etc. 
The Factor of “Publishing Days” in Newspaper Costing. 

At this stage the method of approach to the costing of a daily news- 
paper can be considered. Like all other concerns having an efficient ac- 
counting system, the books are balanced monthly, and for each month a 
profit and loss account and balance sheet are taken out. However, in deal- 
ing with the financial results of a newspaper office, one realises very soon 
that monthly comparisons are valueless, and apt to be quite misleading. 
Some of the reasons for this contention are: 


First, a month may have either 24, 25, 26 or 27 publishing days, that 
is, days on which a paper is published. In Victoria, there are two non- 
publishing days, viz., Good Friday and Christmas Day. 

Secondly, certain week-days carry a great deal more advertising than 


others, as much as 100, 200 or even 300% more than some days: if the 
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menth being considered has five such days, and the previous month only 
four, the resultant net profit will show a marked increase. And to make 
matters worse, the preceding month may include five of the lowest day 
of the week from the revenue-earning standpoint. 

Thirdly, the incidence of Easter has to be considered; as is well known, 
business is usually brisk till a few days befre Easter, and this is followed 
by a period of slack trade, which is reflected in newspaper advertising. 
Also, Easter is preceded by a non-publishing day, Good Friday, when no 
revenue is earned, and the fixed charges go on as usual. This year, Easter 
was in March, last year in April, and accordingly, all other things being 
equal, March, 1936, was a better revenue-producing month than March, 
1937. 

These reasons prove not only the fallacy of comparing monthly re- 
sults in the case of a newspaper, but that it is even dangerous, because the 
management may jump to quite erroneous conclusions. 


PUBLISHING DAYS, 1936-37 


Adjusted 

Days Weighted Seasonal Weighted 
Month MTWtT FS Total Month Trend Month 
July a > > > ee 27 948 9 1706 
August 2 "@ 4 4 4 9 26 938 9 1688 
Sept. m-oF oe heo ech 26 895 11 1969 
October & Ge 4 > “3 ya 3 993 10 1986 
Nov 5 4¢ 4 4 4 4 25 868 11 1909 
Dec. ee > F353 4 26 880 9 1584 
Jan. 444 4 5 5 26 963 6 1155 
Feb 444 4 4 4 24 848 6 1017 
March > ae Boe SF =¥ 26 870 7 1218 
April & £54 3 2-4 26 923 f 1292 
May 5 44 4 4 =°5 26 938 8 1500 
June 45 5 4 4 4 26 895 7 1233 

M=20. ‘¥==22. W=25,. 1=36 F435: S70 


Figure “B” 

Figure 2 shows the publishing days for the year ended June 30, 1937, 
and the respective total days for each month. The column with the caption 
“weighted month” is arrived at by giving each day of the week a different 
weight as a revenue factor; in this case the scale (which is quite fictitious) 
is shown at the bottom of the schedule, and thus it is seen that, though 
several months have the same number of publishing days, yet from a rev- 
enue standpoint they vary considerably. The next column shows a fictitious 
season trend, which, when applied to the “weighted month,” gives the 
results indicated in the last column. 

Weekly Cost Comparisons. 

With a paper that is published daily, there are six issues in each week, 
and the entire staff in every productive department is engaged in producing 
them on six full working days. By working days is meant, that in the 
case of a morning paper a full staff is employed during a period of 24 
hours, regardless of the fact that some may work the usual day shift from, 
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say, 9 till 5, others coming on at 2 p.m. and finishing about 9 or 10 p.m., 
whilst others would work only at night, say from 8 p.m. to 3 a.m., others 
still from 11 p.m. to 6 or 7 a.m. Now, in considering the weekly basis 
as a starting point, there are a number of advantages both for revenue 
and cost comparisons. Practically all wages and salaries are, or can be, 
computed weekly; many charges, such as telegrams, cables, bulk postage 
and railway freights, carriage contracts, are ascertainable from the weekly 
accounts rendered or from contracts fixed on a weekly basis. With regard 
to the factory overhead, or what has been referred to as fixed charges, the 
items are either fixed on an annual basis, e.g., depreciation, insurance, rates 
and taxes, rents, or they remain fairly constant in their magnitude and 
vary but slightly from a certain well-known average, due to variations in 
production, viz., heat, power and light, repairs and maintenance of plant, 
sundry processing materials. Such annual amount can, by a simple arith- 
metical calculation, be reduced to a weekly average cost. In the same 
way the administration overhead goes on whether five or six papers are 
produced; fluctuations are only slight and a weekly average can be deter- 
mined. It should be noted that the comments regarding the collecting of 
weekly figures is intended only as a step in the process which will be neces- 


sary in getting the daily cost figures, which is the ultimate objective. 


Data Required for Daily Cost Comparisons. 

At this stage the question of daily costs can be considered, but a great 
deal of preliminary work has to be done. It is also essential to bear well 
in mind the wide fluctuations in the sizes of the daily papers, in the num- 
ber of copies printed, and in the ratios of news and advertising in one 
week’s papers. The idea of arriving at weekly costs, by merely dividing 
such amounts by six and adding these to the direct costs of paper and 
ink, mechanical wages, etc., is obviously absurd and quite unscientific. 

Therefore, a schedule of statistics should be prepared, going back over 
a period of not less than twelve months. This must indicate with regard 


to each day’s issue for the period, the total columns, the number of columns 


of news, and of advertising. From these statistics can then be ascertained 


the average number of daily columns for each day of the week on the 
basis of a running three-monthly average; similarly, the average number 
of columns of news and of advertising, the corresponding percentual re- 
lations of each day to the week, and the percentual relations of each day’s 
news and advertising columns to the respective total columns for the week. 
Also, any marked variations in the magnitudes of each of these, whether 
due to seasonal fluctuations, special issues, or trade supplements, and all 
extraordinary circumstances, such as Agricultural Shows, the Coronation, 
Cup Day, etc., should be carefully noted. 

Of course, for a cost accountant to do his work efficiently, it is essen- 
tial that there should be in operation a system of accounting and bookkeep- 
ing as nearly perfect as possible. By this is meant, that the accounts are 
kept on a 100 per cent. credit basis by means of well-planned journals, a 
sound system of accruals in the matter of liabilities and of adequate pro- 
visions to meet charges occurring at irregular intervals; also, that all 


prepaid expenses are correctly apportioned over the period to which they 
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relate, and that expenditure of a non-recurring nature is recorded in a 
separate account. 


The Mechanics for a Daily Cost System. 

Now can be entered the constructive stage of setting up the organisa- 
tion and machinery which is to supply the daily or weekly figures, as the 
case may be, with all essential details regarding each increment of cost. It 
is generally found that the management is already in receipt of a number 
of departmental reports dealing with factors of particular interest to the 
cost accountant. In a number of instances, by means of a slight mod- 
ification, the ferm of the report can be made more informative from a 
cost standpoint, without putting more work on other departments in order 


to get the cost data. 


Just in passing, it is well to remember that the management and the 
departmental executives are invariably only too willing to help the cost 
accountant; he will secure not only their goodwill, but also their active 
co-operation by adapting his needs to the existing routine of other depart- 
ments, wherever this is possible. 

In every newspaper office a close check is kept on stocks and consump- 
tion of paper and ink, by means of shipments and stores registers, and 
physical inventories are usually taken at least once a month. The chief 
engineer or plant superintendent prepares a daily report, recording the 
“runs” of each edition; this states, among other things, the size of the 
paper in pages, the number of good copies handed to the publisher, the 
number of spoiled copies, the amount of “machine waste”: this last item 
represents the paper wasted in threading the paper through the presses, 
paper spoiled through paper-breaks during the “run” and unusable paper 
left on the reel butts. 

The publisher’s daily report states the number of copies forwarded 
to metropolitan and country agents and to subscribers, and the number 
of “free copies” delivered; also possibly the number of “unsolds’’ from 
previous issues which have been returned to the office since the preceding 
day’s report. 

The advertising manager supplies a report showing the number of 
columns of advertising contained in the day’s issue; this is translated into 
terms of money, and should show the revenue divided into display, classified 
and house advertisements; it should also give an estimate of the commission. 

The composing or printing department generally prepares a confirm- 
atory statement of the number of columns of advertising, and states in 
addition the number of columns of news and of illustrations. 

These constitute the main reports required from other departments in 
order to proceed with the preparation of the “Daily Cost Report.” Other 
reports, whether weekly or monthly, containing various kinds of valuable 
data, should be pianned for the purpose of accumulating useful statistics; 
these will help to keep well informed on all factors likely in any way to 
affect the production cost of the paper. 

On the production side, useful statistics can be compiled of the running 


time of the presses for issues of various sizes, and of the number of stereo. 


plates cast. 


187 





COST AND MANAGEMENT 


With regard to the illustrations department, the number ot photo- 
graphs taken by staff photographers, how many are actually reproduced 
and the space in column inches or square inches. 

“Unsolds” can be a very costly item and, although it is the publisher’s 
responsibility to keep these down to a minimum, and this is carefully 
watched by the management, this increment should be watched for seasonal 
trends, as this information helps to build up more accurate figures on the 
net circulation revenue. 

Briefly, there is very little information, if any, about a newspaper 
that the cost accountant should not know if it affects the financial results 


in any way at all. 


The Daily Cost Statement. 
Figure ‘“‘A”’ is a suggestion of the form in which the daily cost state- 


ment could be presented to the management; the actual form adopted 
depends, of course, on the particular requirements of each individual 
office. It is, of course, under stood that the final figures are transferred 
from a set of suitable worksheets; each planned to tie-in with the type of 
information obtained from the departmental reports, and with the partic- 
ular data to be recorded on the “daily cost statement.” 

The first three items, “pages of 8 columns,” “columns,” and “per 
cent. distribution” are self-explanatory and call for no comment; they are 
useful statistics, always of interest to the management; their real value 
arises when the issues of several days are compared. 

The statement is divided into three sections: 

Revenue. 
Cost Increments. 
Profit or Loss. 
and there is a comparative section of “per column”’ statistics. 

The dual source of revenue has already been fully dealt with and 
needs no further explanation; the information is taken direct from the 
respective departmental reports and the net revenue only is extended to 
the “total’’ column. 

The real problem is the allocation ‘of the various cost increments to 
news and/or advertising. The first of these items is “paper and ink”; the 
machine department report states the total copies produced (good and 
spoiled), which is readily converted into the equivalent reams of paper. 
From statistical records is ascertained the quantity of ink used, on an 
average, to each ream of paper. As only copies produced are brought 
into this calculation, a percentage has to be added to cover all ‘“‘waste.” 
The total cost is allocated to “news” and “advertising” according to the 
column space of the publication, for each individual day. Paper and ink 
is the great variable factor in the cost of the newspaper, being directly 
affected by size and the number of copies published. 

The allocation of the salaries of the first three departments is easily 
made, the editorial and the illustrations being charged direct to “news” 
and the salaries of the advertising department to “‘advertising.”’ However, 
before this is done, the several daily proportions have to be calculated. It 
would be illogical to charge one-sixth of the weekly total to each day, 
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considering the wide fluctuations in the amounts of letterpress and ad- 
vertisements as between the days of the week. Accordingly, the worksheets 
for the salaries of these departments should contain a small schedule 
indicating the relative percentages applicable to each day, and the cor- 
responding amounts on the basis of the estimated totals for each depart- 
ment. It is not contended that these pre-determined percentages are neces- 
sarily those applicable to each day of the week. The cost accountant is 
not a prophet. None can tell before-hand the size of the papers to be 
published. But by taking, say, the running three-monthly average per- 
centages, then considering the seasonal trend and finally tempering these 
with one’s knowledge of current events, the percentages used should not 
differ much from the actual. In any case, such comparison is automatically 
made after the termination of each week; such comparison is valuable as 
it is a safeguard against excessive or insufficient allocation of expense to 


any one day. 
“PUBLICATION” 
Daily Cost Report—Thursday, July 22, 1937 


Pages of Columns 


NEWS ADVER- TOTAL 
TISING 


Columns 
Per cent. distribution ; ( ¢ - e 
REVENUE 


Gross Revenue; 





Circulation/Advertising 
Less Unsolds /Commission 


Net Revenue 


COST INCREMENTS: 
Paper and Ink 
Salaries and Wages: 

Editorial 
Advertising 
{Illustrations 
Composition 
Machines and Stereo. 
Publishing 
Services 
Editorial Expenses 
Travelling Expenses 
Carriage and Freight 
Fixed Charges 
Administration Expense 
Publicity Expense 
Non-recurring Items 
Total Cost 
Net Profit or Loss 












COST AND MANAGEMENT 


“Per Column”’ Statistics. 


Revenue 

Cost 

Profit or Loss 
Remarks— 


Figure “A” 

Regarding the cost of composition, the greater part of the news matter 
is done by the linotype operators on piece rates; the advertising is far the 
major part set up by the time hands. However, for all general purposes, 
it is quite sound to apply a ‘“‘per column”’ rate to arrive at the cost of the 
composition for the day’s paper, charging to “news” and “ads.” on the 
basis of the columns devoted to each. In passing, it should be explained 
that some of the day’s paper may be handled by the printer several days 
before publication. Piece workers frequently do work at time rates, and 
stone hands make use of the linotypes for the purpose of setting matter. 
Moreover, it is not only the news which is handled by the linotypers, but 
also, for instance, all the classified advertisements. 

It is necessary to keep a close check on the “per column” rate; it 
must be such as will absorb the fixed portion of the wages and salaries of 
the department. When the size of the papers falls off, it will need to be 
slightly increased, and correspondingly reduced when sizes are above the 
average. The total charged in the daily costs for the work should be 
checked with the weekly payroll for the composing room. 

The personnel of the next three departments (machines, stereo., pub- 
lishing) is largely made up of men who are on the job for just as many 
hours as their services are required. That is to say, that to some degree 
the times recorded on the daily time sheet are a fair indication of the cost 
of each day’s paper with regard to these employees. These wages figures 
ar obtained daily, adjusted to include a proportion of the salaries of super- 


visors, and charged to news and advertising according to space. 


General services go on regardless of the size of the paper, and in this 
case it is reasonable to charge one-sixth to each day of the week. 

The editorial expenses are charged in total to the news, but as in the 
case of the salaries, different percentages of the week’s total are allocated 
to the individual days according to the average amount of news published. 
It should be remembered that news includes serials, photos., strips, and 
other matters as previously indicated when explaining the accounts. 

Travelling expenses are charged according to departments as the item 
covers expenses incurred by reporters, advertising representatives and press 
photographers. 

Carriage on the hand fluctuates in its magnitude, in respect of some 
charges, according to the size of the paper. On the other hand, mail 
contractors will undertake to deliver parcels regardless of size. Therefore, 
the two factors of fixed and variable have to be considered, and it is thus 
possible to arrive at a fixed daily charge (whatever the size) and a rate, 
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say, per thousand copies of two pages; this variable rate per thousand is 
multiplied first by eight in the case of a 16-page pape,r then multiplied 
by 100 in the case of an issue of 100,000 copies delivered by the publishing 
department. The resultant total of the fixed plus the variable is then 
charged to ‘“‘news” and “advertising” according to space. 
The method for determining the next three items: 

Fixed Charges, 

Administration Expense, 

Publicity Expense, 
is practically the same. Separate estimates for the week have to be made 
of the total expense for each increment. These expenses, for the most 
part, occur regardless of, and are unaffected by, the size of the paper. It 
is also true that they are not affected by varying ratios of news and ad- 
vertising to total size. However, it is only reasonable that each column 
published should bear its proportion of what might be termed “overhead.” 
Therefore, whilst applying one-sixth to each day of the week, these daily 
amounts are divided between ‘“‘news” and “advertising” according to the 
space in each daily paper. 

Non-recurring items present individual problems. Where it is, say, 

a loss on the sale of an old machine, the charge should be included as soon 
as ascertained, but spread, in so far as this may be possible, over a number 


of days in order not to vitiate comparisons. On the other hand, it seems 








SITUATIONS WANTED 


Young man, at present engaged, desires position of cost accountant with oppor- 
tunity for advancement in Toronto or vicinity. Has had several years’ experience 
and is at present studying for Society examinations. Apply Box 26, “Cost and 
Management.” 


Young man, Cost Accountant, at present engaged, is desirous of change to posi- 
tion which offers opportunity for advancement. Good experience in metal trades 
costing as well as well versed ni accounting procedure. Apply Box 27, “Cost and 
Management.” 





Cost Accountant, with several years’ experience in Production Control and 
Management, is looking for situation where proven talents will be appreciated. 
Particularly well versed in the textile trade and would go anywhere to obtain good 
position. Apply Box 28. “Cost and Management.” 





Young man with Collegiate Institute, Normal School and University education, 
and with experience in teaching, general and public accounting, in addition to cost 
accounting, is at present disengaged and seeks permanent position with sound 
organization. Apply, Box 18, ‘Cost and Management.” 











NO ISSUE IN JULY 
Owing to the absence of so many members from business 
during the month of July on holidays, your directors have de- 
cided not to publish “Cost and Management” in that month. 
This issue, therefore, is a June and July issue, and members are 
asked to notify the Secretary-Manager if this change does not 
meet with their approval. 




















NEW PRESIDENT 
Kris. A. Mapp, F.C.A., the new President of the 
Canadian Society of Cost Accountants and In- 
dustrial Engineers, elected at the recent Annual 
Meeting of the Society. Mr. Mapp for many 
years has taken a keen interest in the affairs of 
the Society, and it is expected that, with his guid- 


ance, activities will greatly expand. 


best to state the full amount on the one day and explain the item under 
“remarks.” 
results. Therefore, a monthly comparison ‘should be made of the aggregate 


estimates for the month with the total debits recorded in the trading and 


proft and loss accounts. That the daily cost system outlined can be used 


as a sound and effective index of the trend of expenses is proved by actual 
experience, for by means of this system it has been possible to arrive at an 

“Total cost’ gives the resultant estimated cost of the day’s news, 
advertising and total. Similarly, in the next line are recorded the estim- 
ated net profit or loss under these three heads. 

The qualification of “estimated” has been made. The daily cost state- 
ment is truly an estimate which includes as many known factors as are 
available, supplemented by estimates scientifically determined. The test 
of the accuracy of the daily costs rests in the comparison with the actual 
aggregate cost estimate only 13 per cent. in excess of the month’s actual 
figures revealed by the account books. A margin of error of $65 in $50,000 
speaks for itself. And what accountant would be prepared to vouch that 


his profit and loss statement is 100 per cent. accurate? 
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Research in Canada. Maj.-Gen. A. L. McNaughton,, C.B., C.M.G., D.S.O...Oct., 1937 
Retail Chain Meat Markets, Accounting for. T. F. Phillips Mar., 1934 
Reports, Presentation of from an Executive Viewpoint. J. J. McHardy Sep., 1934 
Rubber Industry, Cost Accounting in. J. Graham Barrow June, 1929 
Rubber Industry, Accounting Control in. H. P. Nellis June, 1929 


Sales and Distribution Expense, Control of. David M. Farish, C.A. ........ July, 1932 
Sales Statistics. Martin L. Pierce 

Scope of Industrial Engineering in Industry. 

Selling Cocts, Distribution of. A. E. Keen 

Standard Cost and Budgetary Control. Claude O. Rainey 

Standard Costs. Paul E. Gnaedinger 

Statistics. Prof. Herbert Tate June, 1934 
Statistical Method, Scope of. V. Gratton Aug., 1929 
Statistical Data & Reports for Management Control. 

Steel Canister Industry, Cost System for. D. Peddie Nov., 1932 


Textile Plant, Process Costs in a. K. M. Horton May, 1934 
Thirteen Period Calendar, Advantages of. Meredith N. Stiles May, 1929 
Traffic Problems and Distribution Costs. C. LaFerle Mar., 1933 
Transit Utility, Outline of Accounting and Costing of a. J. G. Coulthard....Sep., 1934 
True Costs and Management Control. J. E. McKee and W. D. Jones May, 1936 


Unemployment Insurance and Employment Assifrance. . Feb., 1933 
Uses of Costs. W. A. McKague May, 1932 


Valve Manufacturer, Cost System for. ... Sep., 1937 


Wage Incentives. R. K. Williams 

Wage Incentives. G. W. Rice 

Wage Incentive and Cost Control. A. Sa nkoft 

Woollen Mill, A Cost System for. I,. Galipeau, C.G.A. ............0008 Oct.-Nov., 1933 








